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of  Yale  University  before 
The  Cleveland  Chamber  of  Commerce 
April  14th,  1914 


Mr.  President  and  Gentlemen  of 

The  Cl&veland  Chamber  of  Commerce: 

Your  President  has  just  alluded  to  the  fact  that  the 
gold  standard  was  under  trial  eighteen  years  ago  in  the 
famous  free  silver  campaign  of  1896.  I  also  wore  a  yellow 
hat  at  that  time,  or  at  least  I  would  have  if  they  had  existed 
in  my  town,  for  I  was  on  the  gold  side  of  the  question. 

As  your  President  has  said,  that  problem  is  suggested 
by  the  problem  which  I  am  going  to  discuss  this  afternoon. 
In  fact,  my  particular  little  patent  medicine  for  curing  all 
the  ills  to  which  commerce  is  heir,  is  one  which  would  have 
solved  that  problem  in  1896  as  truly  as  it  will  solve  the 
problem  with  which  we  are  now  confronted.    In  fact  the 
two  problems  are  one  and  the  same — simply  to  correct  the 
fluctuations,  whether  up  or  down,  of  the  monetary  unit.  The 
campaign  of  1896  was  based  on  the  appreciation  of  gold, 
which  had  been  going  on  since  1873.  Today  we  are  talking 
about  the  depreciation  of  gold.  What  we  want  and  what  we 
need,  what  you  business  men  need,  is  a  standard  which  will 
neither  appreciate  nor  depreciate,  and  if  we  don't  get  it, 
before  very  long  you  and  all  of  us  are  going  to  be  the  suf- 
ferers; and  not  only  directly,  not  only  because  the  apprecia- 
tion of  gold  hurts  the  debtor  classes,  and  the  depreciation 
of  gold  hurts  the  creditor  classes,  but  because  of  the  social 
upheavals  which  are  tite  consequence.  It  was  after  about  a 
quarter  of  a  century,  from  1873  to  1896,  of  agitation  and 
excitement,  that  finaJly  a  quack  remedy,  if  I  may  say  so 
without  any  disr^pect  to  our  present  Secretary  of  State, 
was  proposed  for  curing  what  was  a  real  malady,  and  in 
fbe  diagnosis  of  which  Mr.  Bryan  was  correct  We  came 
very  near  to  upsetting  our  monetary  system  completely, 
because  the  people  were  so  excited  that  they  were  going  to 
do  something,  they  didn't  much  care  what   Th«y  knew 
there  had  been  an  appreciation  of  tiie  dollar,  and  they 
reasoned  that  that  was  due,  and  it  was  in  part  to  the  de- 
monetization of  silver.  Therefore  they  thought  iiie  proper 
remedy  was  to  remonetize  silver,  to  go  bwk  twenty-five 
years  and  secure  the  "Dollar  of  the  Daddies."   If  we  had 
done  that,  we  would  have  suffered  more  from  the  high  cost 
of  living  than  we  are  suffering  today,  which  is  saying  a 
good  deal.   We  are,  in  other  words,  suffering  today  in  a 
milder  degree  from  exactly  the  evils  that  would  have  been 
produced  had  free  silver  been  enacted  in  1896. 


I  met  Mr.  Bryan  last  summer  on  the  way  between  the 
two  conventions;  we  had  attended  the  Republican  conven- 
tion in  Chicago,  and  on  the  train  to  the  convention  at  Balti- 
more I  asked  him  if  he  had  ever  written  anything  on  the 
subject  of  the  high  cost  of  living.  He  said,  "No,  you  know 
my  opinion  is  that  the  high  cost  of  living  is  due  to  the  in- 
creasing currencies  of  the  world."  I  saw  that  he  couldn't, 
with  very  good  grace,  complain  of  the  very  thing  which  he 
had  tried  to  bring  about;  in  fact,  he  has  been  quoted  as 
saying  that  the  Lord  had  done  through  gold  exactly  what  he 
planned  to  do  through  silver.  Now,  whether  the  Lord  or 
the  Devil  did  it,  certainly  we  can't  say  that  we  have  cured 
the  evils  of  which  Mr.  Bryan  compli^ed  in  1896.  Two 
wrongs  don't  make  a  right  Depreciation  of  gold  will  not 
compensate  for  a  previous  appreciation,  and  a  rise  of  prices 
will  not  compensate  for  the  previous  fall  of  prices.  What 
we  want  now  is  not  to  cure  the  high  cost  of  living,  that  is, 
to  produce  a  fall  of  prices.  What  we  want  is  to  keep  prio^ 
on  an  even  keel,  to  prevent  this  eternal  appreciation  and 
depreciation,  which  has  berai  going  on  ever  since  we  have 
had  statastics. 

Let  ns  see  exactly  what  the  facts  are.  My  master  in 
Politicid  Economy,  Professor  Sumner,  used  to  say,  "In 
tackling  any  econcnmc  problem,  ask  yourself  four  questions : 
First,  what  is  it?  second,  why  is  it?  third,  what  of  it?  and 
fourth,  what  are  you  going  to  do  about  it?"  Now,  I  want 
to  pay  most  attention  to  the  last  of  these  four,  because,  as  I 
say,  I  have  a  remedy,  but  I  want  by  way  of  introduction  to 
go  through  briefly  the  first  three,  and  so  we  will  divide  our 
subject  into  four  parts:  first,  the  facts;  second,  the  causes; 
third,  the  evils ;  and  fourth,  the  remedies. 

Now,  the  facts  are  that  generally  speaking,  prices  have 
risen  about  fifty  per  cent,  in  seventeen  or  eighteen  years. 
This  is  true  in  this  country,  in  Canada,  and  in  Germany, 
while  in  a  less  degree  it  is  true  in  France,  in  Belgium,  in 
Holland,  in  Denmark,  in  Austria,  in  Italy,  in  England,  in 
Australia,  in  New  South  Wales,  in  India  and  in  Japan — ^in 
all  gold  standard  countries  for  which  we  have  any  statistics. 

Now,  as  to  tihe  causes — ^if  I  may  advertise  one  of  my 
books  here  I  may  save  myself  the  trouble  of  proving  to  you 
the  correchiess  of  my  diagnosis.  My  book,  "The  Purchasing 
Power  of  Money,"  undertakes  to  do  this.  First,  let  us  re- 
member that  the  high  cost  of  living  is  nothing  more  or  less 
than  a  shrinkage  in  the  purchasing  power  of  the  dollar. 
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The  question  of  the  purchasing  power  of  the  dollar  is 
the  same  as  the  question  of  the  general  tend  of  prices.  Ac- 
cording to  my  philosophy,  g^eral  prices  are  governed  by 
veiy  simple  laws.  These  laws  are  different  from  tiiose 
which  govern  particular  prices,  and  as  a  matter  of  fact 
simpler.  My  irtiilosophy  is  not  anything  peculiar  to  or 
original  with  me,  but  is  simply  what  has  been  tiie  s^dard 
economic  philosophy  ever  sdnce  tiie  days  of  Ricardo.  Ac- 
cording to  that  philosophy,  as  I  have  tried  to  re-state  it  in 
my  book,  "The  Purchasing  Power  of  Money,"  the  general 
level  of  prices  depends  apprcndmately  upon  five  and  only 
five  causes,  name^:  the  quantity  of  money  in  circulation, 
the  velocity  witii  which  it  circulates,  the  quantity  of  money 
substitutes  in  the  form  of  deposits  subject  to  check,  their 
velodly  of  drcnlation  or  what  the  banker  calls  the  activity 
of  his  accounts,  and,  the  volume  of  trade. 

The  first  four,  by  increasing,  tend  to  increase  prices, 
the  last  by  increasing,  tends  to  decrease  prices.  That  is,  the 
graieral^  level  of  prices  tends  to  go  up  if  the  quantity  of 
mon^  is  increased,  or  if  the  money  turns  over  faster  than 
it  used  to;  or,  if  the  deposits  subject  to  check,  increase;  or, 
if  these  deposits  turn  over  faster  than  they  formerly  did,  or 
if  the  volume  of  trade  decreases  and  goods  become  scarce. 

Now,  during  the  last  fifteen  years  what  has  really  been 
happening?  By  actual  statistics  we  find  that  these  four 
factors,  the  increase  of  which  tends  to  increase  prices,  have 
increased.  The  quantity  of  money  in  fifteen  years  has  about 
doubled;  its  velocity  of  circulation  has  increased  ten  or 
fifteen  per  cent. ;  the  volume  of  deposits  subject  to  check  has 
about  trebled;  their  velocity  or  rate  of  turn-over  has  in- 
creased about  fifty  per  cent.  All  those  four  factors  which 
tend  to  swell  prices  have  themselves  been  swollen,  and  nat- 
urally tend  to  increase  prices.  And  the  fifth  factor,  namely 
the  volume  of  trade,  has  worked  in  the  other  direction ;  that 
is,  it  has  also  increased,  in  fact  to  nearly  two  and  a  half 
times  what  it  was  eighteen  years  ago;  but  it  has  not  in- 
creased suflficiently  to  offset  the  increase  in  the  other  factors. 
That  is,  we  have  had  four  factors  operating  to  incr»»e 
prices  and  one  factor  holding  them  back,  and,  as  Ihe  four 
have  outstripped  the  one,  the  consequoice  is  a  rise  in  the 
cost  of  living,  that  is,  a  rise  in  the  general  price  level  Not 
only  is  this  true,  as  you  will  see  in  the  book  I  have  referred 
to  or  the  articles  I  have  publidied  since  is  the  Amwieaa 
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Econcmiic  Review,  supplementing  these  statistics  every  year, 
but  you  will  &id  that  the  increase  in  these  four  factors 
outstoips  the  increase  in  the  volume  of  trade  every  year, 
afanost  exactly  by  the  proper  amount  to  eoq^lun  the  riae  of 
prieea  wti^ti  we  haTe  esqterienced. 

But,  you  say,  the  problem  surely  is  not  quite  as  simple 
as  that;  there  must  be  more  than  five  causes  which  can 
affect  tiie  level  of  prices.  Yes,  there  are,  but  all  the  other 
causes  than  these  five  are  causes  of  these  five  causes.  You 
may  have  the  growth  of  cities,  such  as  the  growth  of  Cleve- 
land ;  the  migration  from  the  country  to  the  city ;  you  may 
have  tfluriffs  and  trusts,  you  may  have  labor  unions,  you  may 
have  dozens  of  causes  which  have  been  assigned  to  explain 
thi«  mjTstery  of  the  high  cost  of  living;  but  none  of  these 
causes  can  affect  the  general  level  of  prices,  except  indirect- 
ly, as  they  affect  the  volume  of  money,  its  velocity,  the 
volume  of  deposits  subject  to  checl^  its  velocity  and  the 
iralome  ol  trade.  Therefore  the  economist  must  seek  these 
ft?e  causes  fini  and  then  try  to  ascertain  what  are  ^ 
causes  of  these  eauses. 

There  are  those  who  would  take  issue  with  what  I  have 
said,  but  I  think  that  the  majority  of  economists,  the  ma- 
jority of  the  statistical  students  of  this  subject,  quite  agree 
that  Ihese  are  the  real  reasons  for  the  high  cost  of  living. 
There  are  those  who  do  not  agree,  and  who  believe  that  the 
rise  of  prices  is  due  to  the  scarcity  of  goods,  who  tell  us 
that  we  are  now  experiencing  what  the  old  economists  used 
to  call  the  application  of  the  law  of  diminishing  returns,  that 
the  soil  is  getting  exhausted,  population  is  outrunning  sub- 
sistence, that  the  world  is  getting  impov«riedied. 

There  are  thus  two  great  theories  on  this  subject,  one 
that  prices  are  rising  because  of  monetary  inflation,  and  the 
other  that  prices  are  rising  because  of  the  progressive  im- 
pfMrerii^mient  of  the  world. 

I  cannot  find  that  there  is  any  progressive  impoverish- 
ment of  the  world.  On  the  contrary,  every  shred  of  evi- 
dence I  have  been  able  to  get  hold  of  has  led  me  to  the 
conclusion  that  the  world  is  growing  richer  as  a  whole,  not 
poorer.  The  only  shred  of  evidence  that  I  know  to  the  con- 
trary is  based  on  the  fact  that  the  statistics  of  our  Agri- 
cultural Department  for  1910,  compared  with  those  for 
1900,  do  not  show  an  increase  in  agricultural  production  in 


iMi  country  quite  sufficient  to  keep  pace  with  the  popula- 
tion; but  the  truth  is,  as  the  statistics  of  the  Department 
of  Agriculture  have  shown,  that  the  years  1900  and  1910 
were  botli  of  tbssai  exceptional  years;  that  in  1900  the 
product  was  exceptionally  laige,  and  in  1910  exe^tionally 
small,  consequently  the  contrast  between  the  two  gives  an 
exceptionally  small  rate  of  growth.  If  you  will  study  the 
inter-censal  statistics  of  the  Department  of  Agriculture 
since  1910  and  before  1900,  you  will  find  that  while  there 
are  vKpa  and  downs,  as  a  whole  there  has  bean  a  progressive 
uiereaae  in  our  i^prieultural  production  greater  than  the  in- 
crease in  population.  These  stat^ics,  though  iM)t  as  eaxe- 
tvSfy  compiled  as  the  census  figures  taken  every  ten  years, 
are  nevertheless  correct,  and  tii^  do  not  ccmtradict  tihe 
census  figures  at  all,  they  simply  aoo^  tiiem  as  a  part,  an 
exe^ytaonal  pert  of  tiie  price  movemfflits.  We  may  conchide 
flien  that  th«w  has  been  no  progressive  impoveriduBMnt 
from  tile  lack  of  agricultural  production  in  this  country. 
We  find  some  statistics  from  the  International  Institate  at 
Rome,  where  we  are  shown  that  in  all  the  countries  from 
which  we  have  statistics,  th«e  has  hem  an  increase  in  agri- 
cultural production  greater  than  the  increase  in  population. 

Again,  some  of  tiie  statistics  of  agricultural  produce 
published  in  the  statistics  of  tiie  Bureau  of  Commerce  in  the 
Department  of  Commerce  and  Labor,  show  an  increase  in 
tiie  volume  of  trade,  wbkh  I  have  reek<»ied  has  beat  at  the 
rate  of  6.8  per  cent  per  annum  on  the  average,  for  the  last 
fifteen  years,  wher^ui,  our  populatiMm  has  increased  only  at 
the  rate  of  1.5  per  cent,  per  annum. 

The  rise  in  the  cost  of  living  can  not  be  traced  to  any 
increasing  impoverishment  of  the  world,  but  must  be  traced 
to  what  I  shall  call  infiation — ^inflation  of  two  kinds,  (1) 
monetary  infiation,  due  to  an  increase  in  the  yellow  metal 
through  the  discoveries  in  South  Africa,  in  the  Klondike, 
in  Cripple  Creek,  and  in  other  places,  and  the  great  reduc- 
tion in  the  cost  of  mining  gold  through  the  introduction  of 
the  cyanide  process,  together  with  the  infiation  of  substi- 
tutes for  gold,  that  is,  paper  money*  and  (2)  credit  inflation, 
due  to  the  extensimi  of  banldiig. 

Not  only  am  I  convinced  that  this  is  the  right  direction 
in  which  to  look  for  the  cause  of  the  high  cost  of  living,  but 
I  am  also  persuaded  that  prices  are  going  to  continue  to  rise 
in  the  next  decade  or  two,  almost^if  not  quite  as  fast  as  they 
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have  been  during  the  last  decade  and  a  half.  My  reason  for 
this  conclusion  is  not  altogether  guess-work,  although  none 
of  us  can  absolutely  predict  what  is  going  to  happen  in  the 
future  to  business — ^that  is  one  of  the  most  uncertain  sub- 
jects on  which  any  one  can  predict.  And  yet»  if  I  were  a 
betting  man,  I  would  be  willing  to  bet  any  one  of  you,  two 
to  one,  perhaps  ten  to  one,  that  fifteen  ymrs  from  now  you 
will  find  the  world's  price  level  not  lower  than  it  is  today, 
but  higher,  and  probably  very  considerably  higher,  2&  or 
30  or  40  per  cent,  higher  than  it  is  today.  Why?  Because 
the  inflation  which  has  been  going  on  daring  the  last  fiffce»i 
years  comes  from  causes  which  we  can  plainlbr  see  are  going 
toccmtiniie. 

As  I  want  to  hurry  on  to  the  main  part  of  my  subject, 
I  win  merely  indicate  one  trraid  which  future  events  are 
likely  to  tak^  that  is,  in  regard  to  bank  deposits.  People 
often  overlook  bank  deposits  in  stadjing  the  subject.  The 
general  level  of  prices  is  not  due  simply  to  Ihe  quantity  of 
money ;  it  has  to  do  with  12ie  volume  of  credit  You  know 
that  most  of  you,  all  of  you  probably,  pay  most  of  your  bills 
by  check  and  not  by  cash.  On  the  whole  there  are  something 
like  92  per  cent,  of  the  transactions  of  this  country  which 
consist  of  payments  by  check,  and  only  about  eight  per  cent, 
by  cash.  I  have  tried  to  work  this  out  as  exactly  as  the  fig- 
ures available  will  permit,  and  I  reckon  that  for  the  year 
1913  there  was  in  circulation  about  one  and  three-quarter 
billions  of  dollars  outside  of  the  United  States  Treasury 
and  outside  of  the  banks,  and  that  this  turned  over  about 
twenty-one  times  a  year,  making  a  total  expenditure  of 
something  less  than  forty  billions  of  dollars  in  cash.  I 
reckon  that  there  were  about  eight  and  one-quarter  billions 
of  so-called  "money  in  bank,*'  that  is,  of  deposits  subject  to 
check  (which  every  banker  knows  does  not  really  represent 
money  in  bank  but  which  represents  merely  credits  which 
are  on  the  books  of  the  bank  and  for  which  the  bank  is 
ready  to  exchange  money  out  of  its  reserve,  which  is  the  only 
money  it  really  has),  and  that  this  turns  over  about  fifty 
times  a  year,  making  a  total  expenditure  of  somettung  like 
450  billions  of  dollars  a  year  by  check. 

Now,  we  can  plainly  see  that  banking  is  going  to  ex- 
pand in  this  country.  Our  new  currency  measure  will,  in 
the  end,  if  it  does  not  very  soon,  have  this  effect.  I  was  in 
ixwt  of  this  measure,  but  it  is  osf ortonate  ttwt  it  had  to 
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come  just  at  the  time  when,  as  a  by-product  of  it,  we  should 
have  an  expansion  of  deposit  currency,  when  we  are  already 
suffering  from  the  too  rapid  expansion  of  currencies  in 
general  In  the  same  way  deposit  banking  is  going  to  grow 
elsewhere.  Ev^  in  Canada,  where  you  might  expect,  as  in 
this  country,  banking  has  not  yet  saturated  the  country.  It 
is  at  present  increasing  at  the  rate  of  about  twelve  per  cent, 
per  annum.  I  suppose  you  realize  that  deposit  banking,  the 
paying  of  bills  by  check,  is  an  Anglo-Saxon  institution,  Hiat 
it  has  not  really  reached  anything  like  the  saturation  point 
except  in  Englimd,  Canada,  the  United  States — Anglo-Saxon 
countries.  On  tiie  continent  of  Europe  Uiey  are  really  just 
beginning  to  use  it.  In  Germany,  where  they  haven't  yet 
more  than  begun,  deposit  banking  is  increasing  at  the  rate 
of  something  like  thirteen  per  cent  per  annum.  In  France, 
Austria,  and  other  places  on  tiie  continent  of  Europe,  the 
same  general  fact  is  observed.  It  does  not  take  much  imagi- 
nation to  realize  that  in  ten  or  twenty  years  from  now,  if 
not  before  that  time,  it  will  become  more  fashionable  on  the 
continent  of  Europe  to  use  a  check-book  than  it  is  now,  and 
just  as  soon  as  it  reaches  the  point  where  every  man  must 
use  it  because  every  one  else  does,  it  will  increase  by  leaps 
and  bounds.  After  this  expansion  in  Europe  has  reached  its 
limit,  say  twenty  or  thirty  or  fifty  years  from  now,  it  will 
be  paralleled  by  and  aggravated  by  an  increase  in  the  Orient. 
There  is  India,  with  300,000,000  population  and  only  $100,- 
000,000  of  deposits  in  the  presidency  banks  as  against  our 
eight  and  one-quarter  billions  of  deposits  subject  to  check. 
I  was  just  reading  a  speech  by  Sir  Edward  Holden,  of  one 
of  the  great  banks  in  London,  who  commented  on  the  room 
for  expansion  and  the  necessity  for  increased  banking  facil- 
ities in  the  Orient.  Undoubtedly  this  will  come,  and  when 
it  does  come  it  will  have,  the  same  effect  there  that  it  has 
been  having  here. 

So  I  think  you  can  see  that  there  are  at  any  rate  strong 
reasons  for  believing  that  there  will  be  an  inflation  or  ex- 
pansion of  the  means  for  paying  for  goods  in  the  immediate 
futmre,  just  as  in  the  immediate  past,  and  that  this  will 
outran  the  increase  in  the  volume  of  trade.  I  have  tried,  as 
I  have  said,  to  make  as  good  a  forecast  as  possible,  and  it 
seems  to  me  a  conservative  guess, — in  fact  I  would  rather 
dignify  it  by  the  name  of  estimate, — ^that  prices  in  the  future 
will  rise  at  an  average  rate  of  about  two  per  cent,  per 
annum.  Of  course,  I  don't  mean  that  during  this  next  year 
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prices  are  necessarily  going  to  rise,  the  indications  are 
rather  the  contnuy  just  now,  but  taking  decade  by  decade, 
we  may  expect  an  inexeaae  in  the  eost  of  living  in  the  f irtofe 
asia^iwst 

The  third  branch  of  my  subjct  is,  what  are  the  evils 
ocxnneeted  with  this  increase  in  tiie  cost  of  living?  I  sup- 
pose we  can  all  speak  more  or  less  feelingly  of  some  of  those 
eviki.  Salaried  men  complain,  college  professors  complain, 
that  they  can't  buy  as  much  with  the  same  amount  of  salary. 
The  wage-earner  is  complaining  that  his  wages  don't  go  up 
as  fast  as  the  cost  of  living,  which  is  true  of  the  average. 
The  bondholder  is  complaining  that  bonds  are  no  longer  a 
good  investment  and  that  a  fixed  return  which  used  to  be  of 
a  certain  significance  is  now  only  worth  two-thirds  as  mudi 
as  it  was  fifteen  or  twenty  years  ago  in  its  actual  purchas- 
ing power.  The  savings  bank  depositor  is  losing  in  the 
same  way.  All  the  creditor  classes  and  the  creditor-like 
classes  are  losing.  Of  course  there  is  a  gain  to  a  certain 
extent  on  the  other  side.  What  the  bondholder  loses  the 
stockholder  to  a  certain  extent  gets,  and  during  the  last  fif- 
teen years,  as  a  consequence,  there  has  been  an  entire  change 
in  the  distribution  of  wealth.  An  entirely  new  set  of  rich 
people  now  own  the  palaces  on  Fifth  Avenue.  They  are  the 
plungers,  the  stockholders,  the  speculators,  the  independent 
producers,  as  against  the  bondholders,  the  savings  bank 
depositors  and  the  salaried  people,  etc.,  who  have  lost  a  part 
of  their  rightful  earnings  which  have  been  diverted  into 
the  pockets  of  those  who  have  accidentally  acquired  them 
because  of  the  depreciation  of  the  dollar.  In  other  words 
we  are  suffering  and  this  is  a  real  evil,  from  the  unconsci- 
ous picking  of  the  pockets  of  one  class  of  the  community 
by  another  class — and  I  use  the  word  pickpocket  here  in  the 
highest  sense. 

Stop  a  moment  to  consider.  Do  you  realize  that  the 
man  who  has  been  depending  on  interest,  which  is  supposed 
to  be  the  most  conservative,  the  most  safe  form  of  income 
there  is,  during  the  last  fifteen  years  has  not  only  lost,  but 
he  has  lost  all  of  his  income?  That  is  a  hard  saying.  Let 
us  take  two  cases.  A  savings  bank  depositor,  a  servant  girl, 
fifteen  years  ago  perhaps  put  one  hundred  dollars  in  the 
savings  bank.  Today  she  takes  it  out,  accumulated  at  inter- 
est, and  she  finds  she  has  got  one  hundred  and  fifty  dollars, 
and  she  says,  "Aha,  I  have  got  fifty  per  cent  more  than  I  put 
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in."  But  when  she  comes  to  spend  it  she  finds  that  prices 
are  also  fifty  per  cent,  higher  than  they  were  fifteen  years 
ago,  and  the  total  purchasing  power  of  her  one  hundred 
and  fifty  dollars  is  no  more  than  the  original  purchasing 
power  of  the  one  hundred  dollars.  Where  is  the  interest, 
which  ought  to  have  been  fifty  per  cent,  of  the  principal? 
She  has  been  swindled  out  of  all  her  interest  through  the 
depreciation  of  the  purchasing  power  of  the  dollar.  And 
when  I  say  swindled,  I  don't  mean  that  the  savings  bank 
has  swindled  her,  I  don't  mean  that  those  who  have  traded 
on  tiie  oUier  side  of  the  counter  with  the  savings  bank  in 
mortgages  have  swindled  her;  I  mean  that  she  has  been 
the  victim  of  circumstances,  of  the  shrinkage  in  the  com- 
mercial yardstick,  the  dollar. 

In  the  same  way  take  the  bondholders.  Surely,  you 
say,  the  bondholder  has  been  rec^ving  inccnne,  because  he 
has  taken  it  out  So  much  the  worse  for  him.  Suppose  the 
bondholder  had  one  hundred  thousand  dollars  invested  fif- 
teen years  ago  at  four  per  cent ;  he  has  been  receiving  four 
thousand  dollars  per  annum  every  year  and  living  on  it, 
and  fancying  that  he  was  really  enjosring  four  thousand  dol- 
lars of  income.  What  is  income?  One  of  tiie  first  principles 
of  bookkeeping,  as  all  you  business  men  know,  is  to  provide 
for  the  upkeep  of  your  capital  Now,  that  $100,000  of  prin- 
cipal, has  it  been  kept  up?  Nominally,  yes ;  really,  no.  We 
are  talking  now,  not  in  terms  of  gold,  there  is  nothing  more 
superficial  than  to  talk  in  terms  of  money  <mly,  but  in  terms 
of  what  money  will  buy,  in  terms  of  the  real  things  of  life, 
shelter,  food,  clothing,  all  the  things  which  are  comprised 
under  the  phrase,  "the  cost  of  living."  Is  it  true  that  the 
.bondholder  has  kept  up  his  principal  of  $100,000?  No.  You 
can  readily  see  that  the  $100,000  of  bonds  which  that  bond- 
holder now  has  is  worth  only  two-thirds  of  the  $100,000 
which  he  originally  had.  In  order  that  he  should  have  kept 
intact  the  purchasing  power  of  his  principal,  he  ought  to 
have  been  putting  by  all  these  fifteen  years  a  sinking  fund 
so  as  to  offset  the  depreciation  of  the  dollar.  Suppose  he 
had  done  it,  how  much  out  of  his  four  thousand  dollars  of 
income  would  he  have  had  to  set  aside  in  order  to  maintain 
intact  his  principal  ?  Every  cent.  You  work  it  out  with  a 
little  figuring,  actually,  and  you  will  find  that  this  is  true. 
In  other  words,  these  bondholders  have  simply  been  eating 
up  their  principal  and  have  been  blissfully  unaware  of  the 
fact.  That  is  one  of  the  evils  of  the  depreciation  of  the 
monetary  yardstick. 
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Now  the  natural  remedy  is  to  make  a  dollar  that  is  a 
dollar,  instead  of  being  two-thirds  of  a  dollar  part  of  the 
time  and  a  dollar  and  a  half  some  other  time.  Mr.  Bryan 
complained,  and  complained  rightly,  when  pri^  were  fall- 
ing, that  the  dollar  was  appreciating.  Now,  we  are  com- 
plaining, and  rightly,  that  the  dollar  is  depredating.  As 
I  said,  two  wrongs  don't  make  a  right.  We  are  not  rejoicing 
because  we  are  compensating  for  the  evils  our  fathers  and 
grandfathers  went  through  in  1872  and  1896,  but,  on  the 
contrary,  are  complaining  of  a  new  set  of  evils;  and  if,  in 
the  immediate  future,  prices  should  begin  to  go  down,  don't 
you  delude  yourselves  into  the  belief  that  this  problem  of 
the  high  cost  of  living  is  solved.  On  the  contrary,  we  will 
be  back  in  the  old  evil  of  an  appreciating  standard.  As  I 
said,  what  we  want  is  a  standard  that  neither  appreciates 
nor  depreciates.  We  now  have  a  dollar  which  is  a  fixed 
weight  of  gold,  25.8  grains  of  gold,  (.9  fine)  is  the  definition 
of  a  dollar  today.  But  we  are  using  that  dollar,  not  as  a  unit 
of  weight.  We  have  other  units  of  weight,  the  pound  and 
the  ounce  and  the  grain.  What  are  we  using  that  dollar 
for?  We  are  using  it  as  a  unit  of  value,  a  unit  of  purchas- 
ing power.  We  are  making  contracts  that  extend  over  a 
lifetime,  and  sometimes  a  thousand  years.  It  is  on  contracts 
which  people  lose.  When  you  have  the  dollar  simply  used 
for  the  medium  of  exchange,  there  is  no  particular  harm 
done  by  its  appreciation  or  depreciation.  The  gold  stand- 
ard came  into  existence,  not  because  it  was  a  good  standard 
for  contracts,  but  because  it  was  a  convenient  medium  of 
exchange.  We  have  been  swindled  in  our  gold  standard 
in  the  way  we  would  have  be^  swindled  with  any  particular 
ecNomiodi^  as  a  standard. 

As  your  president  has  said,  we  must  come  back  to  the 
qtMstion  of  the  multiple  standard,  and  my  proposition  is  no 
more  or  less  iitmi  having  a  multiple  standard  in  terms  of 
gold.  My  proposition  is  that  a  dollar,  instead  of  bemg  of 
fixed  w^ght,  shotdd  be  of  fixed  worth.  We  have  now  the 
dollar  of  fixed  weight  and  therefore  of  vaiying  worth.  Why 
not  have  a  dollar  of  fixed  wortli  and  tiieref ore  of  varying 
weight?  That,  in  a  nutshell,  is  the  proposition— to  take  as 
our  standard  a  multiple  standard,  to  tidce  a  composite  ton, 
as  it  has  sometimes  been  ealled,  of  all  sorts  of  commodities, 
call  that  the  dollar,  and  then  make  the  gold  dollar  vary  in 
weight  so  that  it  will  always  be  of  that  parHcolar  weight 
which  will  purchase  this  particular  eoUeetirai  of  aanmodities 
which  we  call  a  dollar. 
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Before  I  explain  a  little  more  clearly  and  in  detail  what 
this  proposition  involves,  I  want  to  fix  your  interest  in  it 
seriously  by  showing  you  that  just  as  in  189^  after  a  quar- 
ter of  a  ceatnry  of  falling  of  prices,  we  were  confronted 
wiHi  a  qoack  remedy,  because  no  scientific  remedy  was  pro- 
posed. So,  if  some  sdoitifie  remedy  is  not  found  for  our 
present  problem  of  the  rising  coet  of  living,  we  will  be  con^ 
^nted  Willi  a  quack  remedy  or  wifii  quack  remedies,  and 
WB  sluril  all  lose  as  a  coDsequenoe. 

Do  you  realize  that  the  great  political  questions  today 
have  grown  out  of  this  very  thing,  this  little  simple  thing 
of  the  depreciation  in  the  monetary  yardstick — people  don't 
call  it  that,  they  call  it  the  high  cost  of  living.  But  wasn't 
it  the  high  cost  of  living  that  played  the  biggest  role  in  the 
last  presidential  campaign,  isn't  it  tiiat  that  led  to  the  de- 
crease of  the  tariff,  that  is  making  the  question  of  trusts, 
that  is  leading  the  railroads  to  rebel  against  the  fixed  rate 
of  two  cents  a  mile?  Isn't  it  that  problem  witii  which  the 
investor  in  railways  and  all  other  lines  is  confronted?  Isn't 
it  that  problem  which  has  knocked  the  bottom  out  of  the 
bond  market,  which  has  cost  one  of  the  big  insurance  com- 
panies of  New  York  a  hundred  million  dollars  simply  in  the 
durinkage  of  bonds?  We  are  going  to  see  this  problem  of 
tiie  hifl^  cost  Uving  play  an  increasing  role  in  the  politics 
of  l^e  future,  not  Goiy  here  but  all  over  the  world.  Seri- 
ously, tiie  most  qoMck  of  all  the  quack  remedies  and  the  most 
dangerous  to  tibe  business  man  is  going  to  come  apace  if  we 
don't  treat  ilds  increase  in  the  cost  of  living  in  a  sdentifie 
and  serious  way. 

I  talked  on  this  subject  not  very  long  ago  where  there 
were  two  other  speakers,  one  a  Socialist.  After  my  talk 
was  over  he  said,  "Professor  Fisher,  I  know  that  you  are 
right,  that  the  increased  cost  of  living  is  due  to  gold  depre- 
ciation. But  it  is  an  ill  wind  that  doesn't  blow  somebody 
some  good.  The  high  cost  of  living  is  a  good  lever,  it  helps 
us  as  a  lever  in  getting  our  propaganda  for  Socialism,  it 
is  making  Socialists  very  fast"  I  spoke  before  a  Socialist 
club  in  New  Haven  a  week  ago.  I  tried  to  show  the  fallacies 
•  of  Socialism.  I  know  that  I  didn't  convert  a  single  man  in 
that  room.  Why?  Because  when  a  man  has  once  become  a 
Socialist,  it  is  a  religion  with  him;  he  is  a  fanatic;  it  is  not 
a  matter  of  reason.  If  we  are  going  to  escape  the  violence 
wfaidi  Socialism  portends,  we  want  to  do  it  by  making  con- 
di^<»i8  such  that  tfaegr  won't  generate  Socialists.  The  great 
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movements  of  history  are  due  to  economic  causes,  and  this 
inflation  of  prices  today  is  an  economic  cause  of  Socialism ; 
not  the  only  cause,  but  a  cooperating  cause  that  is  increwh 
ing  Socialism  throughout  the  world.  The  Socialist  agita- 
tion will  not  succeed  in  improving  materially  the  distribu- 
tion of  wealth  but  it  is  sure  to  hurt  the  production  of  wealth. 

If  you  are  going  to  have  discontented  workmen  to 
smash  your  windows  and  your  machinery,  it  is  not  so  much 
a  question  of  who  is  going  to  get  the  profits  as  a  question 
whether  there  are  going  to  be  any  profits.  If  you  want  the 
workingmen  to  be  content,  you  must  let  them  have  a  fair 
share  of  prosperity,  and  they  are  not  getting  it  today.  This 
is  not  the  fault  of  the  capitalist,  as  much  as  it  is  the  fault 
of  the  monetary  yardstick.  All  history  has  shown  that 
when  prices  are  falling  the  workman  gains,  when  prices 
are  rising  the  workman  loses,  because  wages  always  lag 
bdiind  prices.  I  have  been  looking  at  these  statistics  recent- 
ly, and  it  is  just  as  clear  as  can  be  that  during  the  last  fif- 
teen years  the  workman  has  been  losing.  Now,  when  the 
worlonan  loses,  although  it  is  not  the  fault  of  his  employer, 
Hie  workman  will  think  it  is  and  he  will  treat  the  employer 
accordingly.  If  industrial  peace  is  valuable,  if  it  is  impor- 
tant to  avoid  ill  feeling  and  hate,  to  stop  the  growth  of  the 
I.  W.  W.,  it  is  important  that  this  biggest  little  thing,  the 
dirinkage  of  the  monetary  yardstick,  should  be  treated  in 
a  scientific  way,  lest  some  one  shall  come  along  and  sweep 
away  our  whole  social  system,  or  at  any  rate  try  to  do  so. 
Th^  can't  do  ii  it  is  a  tough  old  world,  but  they  can  make 
a  bifir  doit 

Now,  what  is  this  remedy  of  mine?  Well,  it  is  so 
ainpte  that  when  X  explain  it  to  you,  many  of  you  will  say, 
**WBy,  tiiat  is  too  good  to  be  true,  or  certainly  some  one 
would  hm  thought  of  that  before.  It  sounds  all  right,  but 
if  it  is  BO  easy  as  that  to  cure  an  evil  which  means  hundreds 
of  billions  of  doUaxs  of  lom  throughout  the  world,  surely  we 
didn't  have  to  wait  so  long  as  this  to  have  it  pointed  out  to 
UB."  I  don't  want  you  to  take  this  remedy  second  hand.  But 
I  will  say  that  pracUeally  every  one  metspt  the  most  ineor^ 
rigible  standpatter,  who,  foolishly,  like  tiie  ostrich,  conceals 
the  real  fact  by  burying  his  head  in  the  sand  and  wants  to 
leave  things  exactly  as  they  are  until  some  social  revolu- 
tion comes — except  for  him,  practically  every  one  who  has 
studied  this  plan  for  standardizing  the  dollar  has  been  con- 
verted to  it.  My  chief,  President  Hadley,  at  Yale,  who  was 

14 


the  fhft^r»ni^y»  of  President  Taft's  Bailway  Securities  Cknn- 
mission,  endorses  it  unqualifiedly;  and  I  have  at  home  sev- 
eral hundred  endorsements  tnm  mm  of  tiie  highest  charac- 
ter and  abilily  in  business,  in  economics  and  in  public  life. 
And  I  want  to  get  endorsements  from  you— that  is  my 
object  in  coming  here,  I  didn't  come  here  to  amuse  you,  I 
came  here  frankly  to  serve  you,  in  tiie  spirit  of  propaganda, 
to  spr«id  an  idea  which  has  got  to  take  root  among  business 

men  Mare  it  is  going  to  be  ^eetive.  I  want  to  correspond 
afterwards  with  you  or  witii  curtain  of  you,  and  to  ask 
that  you  will  also  enroll  in  favor  of  this  plan. 

I  spoke  of  President  Hadley.  I  suppose  many  of  you 
know  Paul  Warberg,  the  banker,  with  Kuhn,  Loeb  &  Com- 
pany, who  thought  out  the  first  draft  of  the  first  currency 
bill,  not  the  one  that  finally  passed,  but  the  parent  or  grand- 
parent of  that  bill.  He  has  written  approvingly  of  the  plan. 
John  Farwell,  of  Chicago,  Chairman  of  the  League  for  a 
Sounder  Banking  System,  has  endorsed  it,  as  has  Henry 
Lee  Higginson,  banker,  of  Boston,  as  well  as  Sir  David 
Barbour,  of  England.  He  is  one  of  the  oldest  and  keenest 
students  in  monetary  science  and  the  man,  more  than  any 
other,  who  helped  establish  the  gold-exchange  standard  sys- 
tem in  India  in  1893,  which,  by  the  way,  was  the  thing  that 
suggested  to  me  this  particular  plan  I  am  going  to  describe 
to  you.  President  Wilson  examined  this  plan  in  Bermuda, 
before  he  was  President,  and  he  said  to  me,  something  like  a 
month  ago,  that  he  thought  it  would  be  entirely  feasible.  I 
will  not  stop  to  enumerate  others. 

This  plan,  as  I  said,  is  simply  a  plan  to  substitute  for 
our  present  dollar  of  fixed  weight,  and  therefore  varying 
purchasing  power,  a  dollar  of  fixed  purchasing  power  and 
therefore  of  varying  weight.  When  you  think  of  it,  isn't  it 
ridioilous  to  have  a  monetary  yardstick  for  value  which  is 
really  noHiing  but  a  standard  of  weight.  What  would  you 
tMnk  of  a  yardstick  for  measuring  lengtii  which  was  de- 
clared by  law  always  to  weigh  25.8  ounces  or  grains  or  any- 
ildng  else?  Why,  you  would  say  that  would  not  do  for  a 
yardstick,  a  yardstick  must  not  be  fixed  in  weight,  but  in 
loigth.  A  yardstick  ot  hickory  would  be  evidently  con- 
siderably shorter  than  a  yardstick  of  phM,  if  Ihey  weighed 
the  same  amount.  You  would  say,  that  is  a  mockery  of  a 
yardstick,  it  is  not  a  yardstidc  at  all,  it  is  a  unit  of  wdght 
masquerading  as  a  unit  of  length.  And  Ihat  is  exactly  what 
we  have  as  a  dollar,  a  unit  of  weij^t  masqueradmg  as  a 
unit  of  value. 
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I  amused  myself  some  months  ago  with  my  dentist,  on 
this  subject.  I  was  talking  with  him  about  the  high  cost  of 
living,  and  I  said,  "I  suppose  that  you  have  suffered  from 
the  high  cost  of  living?"  He  said,  "I  should  think  I  have." 
I  said,  "Has  it  affected  the  price  of  your  gold,  for  instance?" 
I  thought  that  he  would  be  entirely  familiar  with  the  price 
of  gold  and  would  answer  me  directly  and  know  that  I  was 
trying  to  bant^  him;  but  instead,  be  int^reted  my  serious 
face  to  mean  a  serious  question,  so  he  sent  his  secretaiy  to 
look  it  up.  She  came  back  and  said,  ''No,  the  price  of  gold 
is  just  the  same  as  it  was  fifteen  years  ago,  it  has  not  varied 
a  cent"  He  said,  'my,  is  liiat  so?  Why,  that  is  very 
strange.''  I  said,  ''Yes,  just  as  strange  as  Hiat  a  quart  of 
milk  is  worth  two  pints  of  milk,  just  as  it  was  fifteen  years 
ago.''  He  said,  "I  don't  catch  your  meaning."  I  said,  "Well, 
what  is  a  dollarr  He  said,  "I  don't  know/'  I  said,  "It  is 
a  unit  of  weight"  Now,  it  is  about  one  ninetoenUi  of  an 
ounce,  Hmt  is  about  what  the  dollar  is,  about  one-nineteenth 
of  an  ounce  of  gold.  Ckinsequently  it  isn't  any  more  mysteri- 
ous to  find  that  an  ounce  of  gold  is  wor&  nineteen  dollars 
than  that  a  pint  of  milk  is  worth  two  quarts 

We  have  a  dollar  which  has  a  fixed  weight  of  gold, 
which  is  contained  in  an  ounce,  nineteen  times,  or,  to  be 
exact,  eighteen  and  six-tenths  times.  The  price  of  gold  is 
therefore  eighteen  dollars  and  sixty  cents  an  ounce,  the 
fixed  mint  price.  Now,  some  people  have  pointed  at  that 
fixed  mint  price  and  said,  "That  shows  that  our  standard  is 
a  good  standard,  because  gold  is  worth  always  the  same." 
My  proposition  is  simply  to  make  the  mint  price,  instead  of 
being  fixed,  correspond  to  changes  in  supply  and  demand,  so 
the  price  of  gold  will  change  up  and  down  just  as  the  price 
of  anything  else  will  change  up  and  down.  That  is  the 
same  thing  as  what  I  said  a  moment  ago,  to  make  the  weight 
of  the  dollar  change.  If  a  dollar  is  now  one-nineteenth  of 
an  ounce,  and  we  change  it  so  that  it  is  sometimes  one- 
twentieth  of  an  ounce,  sometimes  one-eighteenth,  one-seven- 
teenth, one-sixteenth  of  an  ounce,  then  the  price  of  gold 
will  be,  instead  of  nineteen  dollars  an  ounce,  sometimes 
twenty  or  eighteen  or  seventeen  or  sixteen  dollars  an  ounce. 
As  the  weight  of  the  gold  goes  up,  the  price  of  gold  comes 
down,  and  it  does  not  matter  whether  we  say  that  my  propo- 
sition is  to  change  the  weight  of  the  dollar  or  that  it  changes 
the  mint  price  of  gold,  and  I  think  that  the  latter  way  is  per- 
haps the  clearer  way  to  put  it.  I  am  not  talking  about  gold 
dutiars  in  actual  eireukUioa,  in  fact  there  are      a  great 


many  of  them  in  circulation ;  and  it  would  simplify  matters 
if  we  simply  got  rid  of  them  altogether.  And  in  order  not 
to  take  up  your  time  showing  how  the  gold  dollar  could  be 
allowed  to  xonain  in  circulation  without  disturbance,  let  us 
suppose  we  get  rid  of  all  our  gold  and  substitute  gold  cer- 
tificates. Most  of  us  circulate  our  gold  tiirough  what  are 
called  yellowbacks,  that  is,  we  have  paper  certificates  which 
entitle  us  to  a  certain  amount  of  gold  iMtrs  or  gold  coin 
in  the  Treasury  at  Washington,  and  those  certificates  are 
circulating  in  this  country  to  the  extent  of  half  a  billion 
doUars;  that  is  the  real  gold  drculaticm  in  this  country,  and 
yet  It  is  in  tbe  form  of  papor.  Suppose  we  make  ihia  uni- 
versal, so  that  there  will  be  no  gold  in  our  pockets,  but 
fdmpJy  tibe  gold  bullion  bars  at  Washii^rtcm,  and  we  have 
tiiose  certificates  and  ttnesy  oititle  us  to  the  gold  Now, 
what  is  a  dollar?  Under  tim  sysbem  we  wiU  suppose  tliere 
are  no  coins.  What  is  a  dollar?  It  is  simply  25<£  grains  of 
gold  buOion,  and  the  gold  bar  liiat  weighs  one  Hiousand 
times  26.8  grains  of  gold  bullion  is  called  a  thousand  dollar 
bar.  You  could  cut  it  up  into  one  thousand  pieces  and  coin 
to  circulate  them  as  dollars.  Now,  my  proposition  is  simply 
to  change  the  price  of  that  bar,  so  ihst  instead  of  its  alw^s 
being  a  thousand  dollar  bar,  sometimes  it  will  be  a  nine 
hundred-dollar  bar,  an  eight  hundred  dollar  bar,  a  nine 
hundred  and  ninety  dollar  bar,  whatever  it  may  be  worth 
from  time  to  time. 

Before  I  explain  how  that  can  be  done,  just  let  me 
express  for  a  moment  what  is  meant  by  the  change  in  the 
weight  of  the  dollar.  Here  we  have  a  virtual  dollar  of  25.8 
grains  of  gold.  If  we  increase  the  weight  of  that  dollar, 
we  decrease  the  number  of  them  that  are  contained  in  a 
certain  bar,  and  instead  of  its  being  worth  one  thousand 
dollars  it  will  be  worth  something  lass  tfaui  one  thousand 
dollars. 

I  first  proposed  this  system  before  the  International 
Congress  of  Chambers  of  Commerce,  at  Boston,  two  years 
ago,  and  a  gentleman  who  got  up  and  objected  afterwards 
said,  **You  are  trying  to  interfere  with  supply  and  demand." 
I  said,  "No,  on  the  contrary  I  am  trying  to  equalize  supply 
and  demand."  Does  the  demand  for  gold  now  affect  the 
price  of  gold?  No,  not  a  cent.  We  have  had  a  great  in- 
crease in  the  supply  of  gold  in  South  Africa  for  the  last 
fifteen  years.  Had  it  been  any  other  metal,  the  price  would 
have  gone  down,  but  the  price  of  gold  hasn't  gone  down  at 
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all  What  has  happened?  Since  the  price  of  gold  couUa't 
go  down»  everything  else  has  gone  up»  and  that  is  the  essen- 
tial reason  for  the  high  cost  of  liviag.  I  repeat  that  the 
increased  supply  of  gold,  since  it  can  not  lower  the  prica  of 
gold,  will  raise  the  price  of  everything  else.  I  suggest 
simply  that  we  let  the  increased  supply  of  gold  have  its 
effect  on  gold  itself,  allow  it  to  lower  the  price  €i  geiA 
inatead  of  nuaing  the  price  of  ovwrytliiiig  else. 

Bat  you  say,  "How  are  you  going  to  do  this?"  Well, 
we  are  going  to  do  it  simply  by  keeping  index  numbers  of 
prices  moQ^  by  month.  Many  of  you  business  men  are 
probably  nsitig  the  statistics  of  Bradstreet's,  which  give  in- 
dex numbers  of  prices  from  month  to  month.  I  think  then 
it  will  be  unnecessary  for  me  to  go  into  the  matter  of  index 
numbers,  but  we  may  take  it  for  granted  that  index  num- 
bers can  be  constructed  and  can  be  made  scientifically.  We 
have  now  a  Bureau  of  Labor  which  is  making  a  pretty  good 
index  number  of  prices,  of  257  wholesale  prices,  which  shows 
from  year  to  year  how  the  price  level  changes,  whether  up 
or  down.  We  need  an  international  bureau,  like  the  Bureau 
of  Standards  for  Weights  and  Measures,  at  Paris,  this  bu- 
reau to  take  statistics  of  prices  all  over  the  world,  and  to 
publish  those  prices.  Suppose  we  should  start  this  system 
the  first  of  May  next  and  call  the  prices  on  the  first  of  May 
one  hundred  per  cent. ;  that  would  be  our  base.  June  1st  we 
find  that  our  statistics  of  prices  show  not  one  hundred  per 
cent.,  but  one  hundred  and  one  per  cent.,  showing  that  the 
cost  of  living  has  risen  one  per  cent,  in  that  month.  What 
is  to  be  done?  Here  is  a  one  per  cent,  deviation  above  par, 
meaning  that  the  purchasing  power  of  the  dollar  is  one  cent 
below  par.  How  are  we  going  to  bring  it  up  to  par?  In- 
crease the  weight  of  the  dollar  one  per  cent.,  which  simply 
means  decrease  the  price  of  gold  one  per  cent.,  so  instead  of 
being  $18.60  an  ounce,  it  would  be  $18.60  less  nineteen  cents. 
This  would  have  a  tendency,  I  think  you  can  see,  to  arrest 
the  influx  of  gold,  to  arrest  the  rise  of  prices.  If  on  the 
first  of  July  we  found,  however,  that  prices  were  still  101 
per  cent.,  that  in  spite  of  this  tendency  to  arrest,  prices 
hadn't  gone  back  to  par,  then,  that  deviation  of  one  per 
cent,  would  still  stand  as  the  signal  for  another  increase  of 
mte  per  cent,  in  the  weight  of  the  dollar,  which  again  implies 
a  drop  of  1  per  cent,  in  the  mint  price.  Suppose  on  the  fint 
of  July  the  index  number  shows  100  per  cent.  This  would 
mean  that  evcryihizig  is  normal,  and  the  price  of  gold  ahould 
btl^alona  Svppose  ^  fint  of  August  it  ia  99  per  cent, 
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that  shows  that  we  must  take  one  per  cent,  off  of  the  weight 
of  the  dollar,  or  m  other  words  increase  the  price  of  gold 
by  one  per  cent. 

You  observe  that  this  does  not  put  any  discretionary 
power  in  tite  hands  of  politicians.  It  is  just  as  automatic 
as  the  mint  is  todi^.  Today  tiie  man  at  the  mint  is  charged 
I1S.60;  hA  is  foiesd  to  accept  Hiat  price  by  law.  Under 
Hds  new  syirfeem  he  would  also  be  fdresd  to  pay  or  zecd^ 
at  a  certi^  price,  without  any  discretion  on  his  part;  only 
Hie  price  would  be  reported  to  him  by  the  statistical  bureau 
every  montii,  and  tk»  price  of  gold  for  ttie  month  would  be 
what  gold  is  worth  in  accordance  with  its  supply  and  de- 
mand. I  think  you  see,  therefore,  that  this  system  win 
avoid  the  evil  which  generally  would  be  encountered  by 
systems  of  monetary  currency,  I  have  always  been  utterly 
opposed  to  any  scheme  which  gave  the  power  to  dose  Umb 
currency  with  new  dollar  bills  of  gold  or  silver,  or  to  con- 
tract the  currency  by  any  power  lodged  with  the  Secretary 
of  the  Treasury,  the  Federal  Reserve  Board,  or  any  other 
board.  And  here  is  a  system  under  which,  when  adopted, 
no  one  would  notice  the  change  any  more  than  when  the 
corresponding  change  was  introduced  in  India  and  in  the 
Philippines.  It  would  simply  arrest  the  attention  of  two 
small  classes  of  people.  The  gold  miner  would  find  that, 
when  he  takes  his  gold  to  the  mint,  instead  of  always  get- 
ting a  fixed  price,  $18.60  an  ounce,  he  would  have  to  take 
what  it  was  worth.  Also  the  jeweler,  who  goes  to  the  sub- 
treasury  to  get  gold,  and  the  exporter  who  is  buying  for 
export,  would  find  that  instead  of  buying  gold  bars  for 
$18.60  an  ounce,  they  would  have  to  pay  a  varying  price. 
So  these  three  classes  are  practically  the  only  ones  in  the 
community  who  would  notice  any  change  in  the  mint  price. 
The  index  number  would  never  stay  far  from  par,  which 
means  that  we  wouldn't  have  any  more  hue  and  cry  about 
liie  high  cost  of  living. 

Cycles  in  business  and  trade  aro  doe  (more  than  to  any 
other  cause,  as  students  of  crises  wfll  teU  you)  to  the  fact 
tiiat  our  pnce  levels  are  now  allowed  to  go  up  and  down  so 
fredy.  Anything  Uiat  will  tend  to  make  prices  steady  will 
not  only  rid  you  of  ihe  evils  I  have  described  between  debtor 
and  creditor,  ttie  evfls  of  social  violaace^  but  also  Hie  enrila 
<tf  alternate  depressiMis  and  expuisicms  of  trade. 

Now,  if  this  is  ever  to  be  brought  about,  and  it  is  worth 
everything  to  the  business  man,  it  has  got  to  be  brought 
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about  through  business  men.  You  can't  estimate  what  it  is 
worth.  What  would  you  think  if  you  had  a  yardstick  that 
was  variable  instead  of  steady?  Do  you  know,  it  took  a  long 
time  to  standardize  the  yard?  Originally  it  was  the  girth 
of  the  chief  of  the  tribe.  Afterwards  it  was  the  length  of 
Henry  the  First's  arm,  the  yardstick  was  made  to  equal  the 
length  of  his  arm.  Now  it  is  the  distance  between  two 
marks  on  a  platinum  bar  in  the  Tower  of  London.  What 
would  you  think  today  if  the  yard  was  the  girth  of  the 
President  of  the  United  States  ?  Suppose  that  you  had  made 
contracts  before  the  4th  of  March  last,  in  yards?  I  am  a 
friend  of  Mr.  Taft's,  and  I  voted  for  Mr.  Wilson,  and  I  say 
nothing  in  derogation  of  either,  but  I  think  you  will  see 
how  the  yard  would  have  been  affected.  Now,  we  are  allow- 
ing our  commercial  yardstick  to  be  as  haphazard,  as  llie 
linear  yardsticks  used  to  be^  and  it  ia  ever  so  much  more 
important  to  standardize  our  commercial  yardstick  than 
it  ever  was  to  standardize  the  yard.  If  it  is  worth  millions 
of  dollars  to  keep  in  Paris  and  in  Washington  a  sbmdard 
bureau  of  weights  and  measures,  it  is  ever  so  much  more 
important  to  standardize  the  most  important  unit  of  com- 
merce— ^the  dollar.  We  standardize  every  other  kind  o£ 
unit,  the  electric  units  have  all  been  standardized,  and  yet 
we  go  on  letting  our  dollar  be  at  the  mercy  of  the  Qranide 
process,  or  tiie  discovery  of  gold  in  South  Africa  and  Ihe 
<q9eiiing  of  new  banks  in  India.  Our  dollar  is  allowed  to 
vary  where  everjrthing  else  has  been  made  standard.  The 
dollar  is  on  the  other  side  of  every  contract,  wherever  tiiere 
is  a  contract  with  yards  on  one  side  tiiere  are  dollars  on 
the  other  tdde;  where  fhere  is  a  contract  in  pounds  there 
are  dollars  on  the  ath»  side,  so  ^t  a  standard  dollar  is 
mudi  more  important  than  a  standard  yard  or  a  standard 
pound  or  a  standard  measure  of  any  other  kind.  You  can't 
make  any  contract  without  having  a  dollar  in  it,  and  as  we 
never  know  what  a  dolkur  will  buy  today  we  are  speculators 
in  gold.  The  real  problem  which  I  am  trying  to  have  solved 
Ihrougfa  this  standardizing  of  the  dollar,  is  the  problem  of 
getting  away  from  a  haphazard  standard.  You  can't  have 
a  safe  investment  today.  You  try  to  get  away  from  the 
chances  of  a  particular  business,  and  so  you  don't  invest  in 
stocks.  You  turn  to  bonds.  Bonds  have  always  been  con- 
sidered so  safe  that  the  investors  in  bonds,  savings  banks 
and  trust  companies  investing  for  widows  and  orphans,  are 
required  or  advised  to  invest  in  bonds.  So  these  widows  and 
orphans  have  to  take  their  chances  whether  gold  is  to  rise  or 


fall,  for  instance.  There  is  five  cents'  worth  of  gold  in  every 
cubic  yard  of  sea  water,  and  several  thousand  times  as 
much  gold  in  the  sea  as  has  ever  been  mined.  Now,  it  costs 
a  great  deal  more  than  five  cents  to  get  that  five  cents' 
worth  of  gold,  but  when  some  new  cyanide  proeess  devekyps 
to  cheapen  that  cost  or  when  Edismi  devises  some  method 
for  getting  gold  out  of  the  cheap  southern  clays,  what  is 
going  to  happen  to  our  gold  standard?  As  Edison  says, 
isn't  it  absurd  to  have  as  our  standard  of  contracts  a  metal 
which  has  no  real  iatrimde  use  exoagi  to  gild  pictore  framea 
and  fiU  teeth? 

My  proposition  then,  in  short,  is  simply  to  do  for  the 
dollar,  the  most  important  unit  in  all  commerce,  what  we 
have  already  done  for  every  other  unit.  If  this  is  ever  to  be 
accomplished,  however,  it  must  be  done  not  through  college 
professors  but  through  business  men,  and  it  is  only  when 
the  business  man  really  is  aroused  to  the  importance  of  the 
problem,  really  has  at  heart  the  standardization  of  the  dollar 
that  the  standardization  of  the  dollar  be  accomplished. 
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